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LOK SABHA 


The following Bill was introduced in Lok Sabha on the 19th 
February , 1965 : 

Bill No. 3 OF 1965 
A Bill further to amend the Income -tax Act, 1961 and to validate 

certain searches under that Act . 
BE it enacted by Parliament in the Sixteenth Year of the Republic 
of India as follows: 

1. This Act may be called the Income- tax (Amendment) Act, Short 
1965 . 

title. 
43 of 1961. 5 2 . For section 132 of the Income-tax Act, 1961 (hereinafter referred 

Şubsti 
to as the principal Act ) , the following sections shall be substituted , to 
namely : -- 

new 
sections 

for sec 
*132. (1) Where the Director of Inspection or the Commis- tion 132 

sioner, in consequence of information in his possession , has reason Search 
IO to believe that 

seizure , 
( 31 ) 
892 G of I Ex - 1. 
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(a ) any person to whom a summons under sub- sec 
tion (1) of section 37 of the Indian Income-tax Act, 1922 or 
under sub -section ( 1) of section 131 of this Act, or a notice 
under sub -section (4 ) of section 22 of the Indian Income-tax 
Act, 1922 or under sub -section (1) of section 142 of this Act 5 
was issued to produce , or cause to be produced , any books 
of account or other documents has omitted or failed to pro 
duce, or cause to be produced , such books of account, or other 
documents as required by such summons or notice, or 

(b ) any person to whom a summons or notice as afore - to 
said has been or might be issued will not, or would not, 
produce or cause to be produced , any books of account or 
other documents which will be useful for , or relevant to , any 
proceeding under the Indian Income- tax Act, 1922 or under 

11 of 1922 , 
this Act, or 

(c ) any person is in possession of any money, bullion , 
jewellery or other valuable article or thing and such money , 
bullion , jewellery or other valuable article or thing represents 
either wholly or partly income or property which has not 
been disclosed for the purposes of the Indian Income- tax Act, 20 11 of 1922 
1922 or this Act (hereinafter in this section referred to as 

the undisclosed income or property ), 
he may authorise any Deputy Director of Inspection , Inspecting 
Assistant Commissioner , Assistant Director of Inspection or 
Income-tax Officer (hereinafter referred to as the authorised 25 
officer ) to 

(i) enter and search any building or place where he has 
reason to suspect that such books of account, other docu 
ments, money , bullion , jewellery or other valuable article or 
thing are kept ; 

30 
( ii ) break open the lock of any door , box , locker , safe , 
almirah or other receptacle for exercising the powers con 
ferred by clause (i) where the keys thereof are not available ; 

( iii ) seize any such books of account, other documents , 
money , bullion , jewellery , or other valuable article or thing 35 
found as a result of such search ; 

( v ) make a note or an inventory of any such money , 
account or other documents or make or cause to be made 
extracts or copies therefrom ; 

( v ) make a note or an inventory of any such money , so 
bullion , jewellery or other valuable article or thing. 
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(2 ) The authorised officer may requisition the services of 
any police officer or of any officer of the Central Government, 
or of both , to assist him for all or any of the purposes specified 
in sub -section ( 1) and it shall be the duty of every such officer 
to comply with such requisition , 


( 3 ) The authorised officer may, where it is not practicable 
to seize any such book of account, other document, money , bul 
lion , jewellery or other valuable article or thing , serve an order 
on the owner or the person who is in immediate possession or 
control thereof that he shall not remove, part with or otherwise 
deal with it except with the previous permission of such Officer 
and such officer may take such steps as may be necessary for 
ensuring compliance with this sub -section . 


10 


15 


(4 ) The authorised officer may , during the course of the 
search or seizure, examine on oath any person who is found to 
be in possession or control of any books of account , documents , 
money , bullion , jewellery or other valuable article or thing and 
any statement made by such person during such examination 
may thereafter be used in evidence in any proceeding under the 
Indian Income-tax Act, 1922 or under this Act . 


11 vf 1922 . 20 


(5 ) Where any money , bullion , jewellery or other valuable 
article or thing (hereinafter in this section and section 132A 
referred to as the assets ) is seized under sub -section ( 1 ), the 
Income- tax Omcer , after affording a reasonable opportunity to 
the person concerned for being heard and making such enquiry 
as may be prescribed , shall, within ninety days of the seizure , 
make an order, with the previous approval of the Commis 
sioner, 


25 


(i) estimating the undisclosed income (including the 
income from the undisclosed property ) in a summary man 
ner to the best of his judgment on the basis of such materials 
as are available with him ; 


( ii ) calculating the amount of tax on the income so 
estimated in accordance with the provisions of the Indian 
Income- tax Act , 1922 or this Act ; 


11 of 1922 . 35 


(iii ) specifying the amount that will be required to 
satisfy any existing liability under this Act and any one or 
more of the Acts specified in clause (a ) of sub -section (1 ) 
of section 230A in respect of which such person is in default 
or is deemed to be in default, 


40 
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and retain in his custody such assets or part thereof as are in his 
opinion sufficient to satisfy the aggregate of the amounts referred 
to in clauses (ii) and ( iii) and forthwith release the remaining 
portion , if any , of the assets to the person from whose custody 
they were seized : 

Provided that if, after taking into account the materials 
available with him , the Income- tax Officer is of the view that it 
is not possible to ascertain to which particular previous year or 
years such income or any part relates, he may calculate the tax 
on such income or part, as the case may be, as if such income or 10 
part thereof were the total income chargeable to tax at the rates 
in force in the financial year in which the assets were seized : 

Provided further that where a person has paid or made 
satisfactory arrangements for payment of all the amounts refer 
red to in clauses ( ii ) and ( iii ) or any part thereof, the Income-tax 15 
Officer may , with the previous approval of the Commissioner , 
release the assets or such part thereof as he may deem fit in the 
circumstances of the case . 

(6 ) The assets retained under sub -section (5 ) may be dealt 
with in accordance with the provisions of section 132A . 

(7 ) If the Income-tax Officer is satisfied that the seized assets 
or any part thereof were held by such person for or on behalf of 
any other person , the Income-lax Officer may proceed under sub 
section (5 ) against such other person and all the provisions of 
this section shall apply accordingly . 

(8 ) The books of account or other documents seized under 
sub -section ( 1 ) shall not be retained by the authorised officer for 
a period exceeding one hundred and eighty days from the date of 
the seizure unless the reasons for retaining the same are record 
ed by him in writing and the approval of the Commissioner for 30 
such retention is obtained : 

Provided that the Commissioner shall not authorise the reten 
tion of the books of account and other documents for a period 
exceeding thirty days after all the proceedings under the Indian 
Income-tax Act, 1922 or this Act in respect of the years for which 35 11 of 1922 . 
the books of account or other documents are relevant are com 
pleted . 


20 


(9 ) The person from whose custody any books of account or 
other documents are seized under sub -section ( 1) may make 
copies thereof , or take extracts therefrom , in the presence of the 40 
authorised offlcer or any other person empowered by him 
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in this behalf , at such place and time as the authorised 
officer may appoint in this behalf. 


( 10 ) If a person legally entitled to the books of account or 
other documents seized under sub -section (1 ) objects for any 
reason to the approval given by the Commissioner under sub 
section ( 8 ) , he may make an application to the Board stating 
therein the reasons for such objection and requesting for the 
return of the books of account or other documents . 


10 


( 11 ) If any person objects for any reason to an order made 
under sub -section (5 ), he may, within thirty days of the date of 
such order, make an application to such authority , as may be 
notified in this behalf by the Central Government in the Official 
Gazette (hereinafter in this section referred to as the notified 
authority ) , stating therein the reasons for such objection and re 
questing for appropriate relief in the matter, 


20 


5 of 1898 


$ 


( 12 ) On receipt of the application under sub - section ( 10 ) 
the Board , or on receipt of the application under sub -section (11 ) 
the notified authority, may , after giving the applicant an oppor 
tunity of being heard , pass such orders as it thinks fit. 

( 13 ) The provisions of the Code of Criminal Procedure , 1898 
relating to searches and seizure shall apply , so far as may be , to 
searches and seizure under sub -section ( 1 ) . 

( 14 ) The Board may make rules in relation to any search or 
seizure under this section ; in particular, and without prejudice 
to the generality of the foregoing power , such rules may provide 
for the procedure to be followed by the authorised officer 

(i) for obtaining ingress into such building or place to 
be searched where free ingress thereto is not available ; 

( ii ) for ensuring safe custody of any books of account or 
other documents or assets seized . 

Explanation 1. In computing the period of ninety days for 
the purposes of sub -section (5 ) , any period during which any 
proceeding under this section is stayed by an order or injunction 
of any court shall be excluded . 

Explanation 2.- In this section , the word " proceeding " means 
any proceeding in respect of any year , whether under the Indian 
Income-tax Act, 1922 or this Act , which may be pending on the 
date on which a search is authorised under this section or which 
may have been completed on or before such date and includes 


35 


11 of 1922 
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Applica 
tion of re 
tained 
assets , 


also all proceedings under this Act which may be commenced 
after such date in respect of any year . 

132A . ( 1) The assets retained under sub -section (5 ) of sec 
tion 132 may be dealt with in the following manner, namely : 

(i) The amount of the existing liability referred to in s 
clausę (iii) of the said sub - section and the amount of the 
liability determined on completion of the regular assessment 
or reassessment for all the assessment years relevant to the 
previous years to which the income referred to in clause (i ) 
of that sub - section relates, and in respect of which he is in to 
default or is deemed to be in default may be recovered out 
of such assets . 

(ii) If the assets consist solely of money , or partly of 
money and partly of other assets, the Income-tax Officer may 
apply such money in the discharge of the liabilities referred 15 
to in clause (i) and the assessee shall be discharged of such 
liability to the extent of the money so applied . 

( iii ) The assets other than money may also be applied 
for the discharge of any such liability referred to in clause ( i) 
as remains undischarged and for this purpose such assets 20 
shall be deemed to be under distraint as if such distraint was 
effected by the Income- tax Officer under authorisation from 
the Commissioner under sub - section (5 ) of section 226 and 
the Income-tax Officer may recover the amount of such liabi 
lities by the sale of such assets and such sale shall be effected 25 
in the manner laid down in the Third Schedule . 

(2 ) Nothing contained in sub - section ( 1) shall preclude the 
recovery of the amount of liabilities aforesaid by any other mode 
laid down in this Act. 

( 3) Any assets or proceeds thereof which remain after the 30 
liabilities referred to in clause (i) of sub -section ( 1) are discharg 
ed shall be forthwith made over or paid to the persons from 
whose custody the assets were seized . 

(4 ) (a ) The Central Government shall pay simple interest 
at the rate of five per cent. per annum on the amount by which 35 
the aggregate of money retained under section 132 and of the pro 
ceeds , if any , of the assets sold towards the discharge of the exist 
ing liability referred to in clause ( iii) of sub -section ( 5 ) of that 
section exceeds the aggregate of the amounts required to meet 
the liabilities referred to in clause (i) of sub -section ( 1) of this 40 
section , 

(b ) Such interest sball run from the date immediately 
following the expiry of the period of six months from the date 
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of the order under sub -section ( 5 ) of section 132 to the date of 
the regular assessment or reassessment referred to in clause (1 ) 
of sub -section ( 1) or , as the case may be , to the date of last of 
such assessments or reassessments . . 
3. In section 271 of the principal Act, after sub -section ( 4 ) , the 

Amend 

ment of 
following sub -sections shall be inserted , namely : 

section 
“ (4A ) Notwithstanding anything contained in clause ( iii) 371 . 
of sub -section ( 1) , the Commissioner may , in his discretion , 

reduce or waive the amount of minimum penalty imposable on a 
IO person under the said clause if he is satisfied that such person 

( a ) has, prior to the detection by the Income-tax Officer , 
of the concealment of particulars of income in respect of 
which the penalty is imposable, or of the inaccuracy of par 
ticulars furnished in respect of such income, voluntarily and 
in good faith , made full and true disclosure of such particu 
lars ; 

(b ) has co -operated in any enquiry relating to the assess 
ment of such income; and 

(c ) has either paid or made satisfactory arrangements 
for payment of any tax or interest payable in consequence 
of an order passed under this Act in respect of the relevant 
assessment year : 

Provided that if in a case the minimum penalty imposable 
under clause (ili) of sub - section ( 1) in respect of the relevant 
assessment year , or where such disclosure relates to more than 
one assessment year , the aggregate of the minimum penalty 
imposable in respect of those years , exceeds a sum of rupees fifty 
thousand, no order reducing or waiving the penalty shall be 
made by the Commissioner unless the previous approval of the 
Board has been obtained . 

(4B ) An order under sub -section (4A ) shall be final and 
shall not be called in question before any court of law or any 
other authority ." . 

4. In Chapter XXII of the principal Act, before section 276 , the Insertion 
following section shall be inserted , namely : --- 

of new 
section 

275A . 
" 275A . Whoever contravenes any order referred to in sub - Contra . 
section (3 ) of section 132 shall be punishable with rigorous im - vention 
prisonment which may extend to two years and shall also be of order 
liable to fine." . 

made 
under 
sub - sec 
tion ( 3 ) 
of sec 
tion 132. 


25 
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- 


- 


- 


- 


- - 


Amend 
ment 
of section 
279. 


5 . În section 279 of the principal Act, 

(i) in sub -section (1 ) , after the words " offence under " , the 
words, figures and letter " section 275A or " shall be inserted ; 

(ii) after sub -section ( 1) , the following sub - section shall be 
inserted , namely : — 

" ( 1A ) A person shall not be proceeded against for an 
offence under section 277 in relation to the assessment for an 
assessment year in respect of which the penalty imposable 
upon him under clause (iii ) of sub -section ( 1) of section 271 
has been reduced or waived by an order under sub -sec - 10 
tion (4A ) of that section ." ; 


(iii) after sub -section (2 ) , the following sub -section shall be 
inserted , namely : 

" (3 ) Where any proceeding has been taken against any 
person under sub -section ( 1) , any statementmade or account 15 
or other document produced by such person before any of the 
Income-lax authorities specified in clauses (a ) , (b ) , (c ) , ( d ) 
and ( e ) of section 116 shall not be inadmissible as evidence 
for the purpose of such proceedings merely on the ground 
that such statement was made or such account or other docụ - 20 
ment was produced in the belief that the penalty imposable 
would be reduced or waived under sub - section (4A ) of 
section 271 or that the offence in respect of which such pro 
ceeding was taken would be compounded." . 


Valida 
tion of 
certain 
searches 
made . 


6 . Any search of a building or place by an Inspecting Assistant 25 
Commissioner or Income-tax Officer purported to have been made in 
pursuance of sub -section ( 1 ) of section 132 of the principal Act be 
fore the commencement of this Act shall be deemed to have been 
made in accordance with the provisions of that sub -section as amend 
ed by this Act as if those provisions were in force on the day the 30 
search was made and shall not be called in question before any court 
of law or any other authority merely on the ground 

(i) that the Inspecting Assistant Commissioner or the 
Income-tax Officer made such search with the assistance of any 
other person ; or 

35 


11 of 1922. 


(ii) that no proceeding under the Indian Income- tax Act , 
1922, or the principal Act was pending against the person con 
cerned when the search was authorised under the said sub -sec 


tion . 
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1 of 1965 . 


7. (1) The Income-tax ( Amendment) Ordinance, 1965 is hereby Repeal 
repealed . 

and 

saying. 
( 2) Notwithstanding such repeal, anything done or any action 
taken under the said Ordinance shall be deemed to have been done 
> or taken under this Act as if this Act had commenced on the 6th day 

of January, 1965 . 


892 G of I Ex - 2 . 
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STATEMENT OF OBJECTS AND REASONS 


The main object of the Bill is to replace the Income-tax (Amend 
ment). Ordinance , 1965 ( 1 of 1965 ) . The Ordinance was promulgated 
on the 6th January , 1965 and contains provisions which were found to 
be immediately necessary , relating to searches and seizures, volun 
tary disclosures and validation of certain searches made under sec 
tion 132 of the Income-tax Act, 1961. Opportunity has also been 
taken to include in the Bill certain other amendments which are 
incidental or supplemental to the above matters, 


The more important provisions of the Bill are as follows:- - 


The powers of search and seizure are being enlarged , enabling 
seizure of any money , bullion , jewellery or other valuable article or 
thing which represents either wholly or partly undisclosed income 
or property . The Income tax Officer is being empowered to retain 
such of the assets seized as he may consider necessary to satisfy the 
liability estimated by him in respect of the undisclosed income and 
also any existing liability under the Direct Taxes Acts in respect of 
which the person concerned is in default or is deemed to be in de 
fault. The balance, if any, will be returned forthwith . The retained 
assets will be applied for the discharge of such existing liabilities and 
of the liability determined on regular assessment relating to the un 
disclosed income, in respect of which the assessee is in default or is 
deemed to be in default . It is also clarified that proceedings in the 
course of which search warrants can be issued include future pro 
ceedings also . 


Further , the Commissioner is being empowered to reduce or waive 
the amount of minimum penalty imposable in the case of yoluntary 
disclosure . A person in whose case the penalty is so waived or re 
duced will not be prosecuted in relation to the relevant assessments. 


The notes on clauses explain the various provisions of the Bill, 


NEW DELHI; 


The 13th February , 1965 . 


T . T . KRISHNAMACHAPI. 
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Notes on clauses 


Clause 2 of the Bill substitutes a new section for the existing 
section 132 and also adds a new section 132A , 


The new section 132 includes certain provisions in addition to 
the existing ones . 


The new sub -section ( 1) provides another circumstance, in ad 
dition to the existing ones, in which search or seizure may be au 
thorised , viz ., where any money , bullion , jewellery or other valuable 
article or thing which represents either wholly or partly undisclosed 
income or property is believed to exist. The power conferred on 
the Commissioner under sub - section ( 1) is also being conferred on 
the Director of Inspection and further the authorisation by the 
Director of Inspection or the Commissioner can also be to a Deputy 
Director of Inspection or an Assistant Director of Inspection . For 
the purpose of search and seizure the authorised officer may break 
open the lock of any door or locker , safe , almirah or any other re 
ceptacle where the keys thereof are not available . 


The new sub -section (2 ) empowers, for the purposes of search and 
seizure, the authorised officer to requisition the services of any 
police officer or of any officer of the Central Government, or of both , 
to assist him . 


Where it is not practicable to seize any asset found during the 
search , the new sub -section ( 3) empowers the authorised officer to 
serve an order on the person concerned not to remove or part with 
or otherwise deal with it except with his previous permission . 


According to the new sub - section (4 ) , during the course of search 
and seizure , che authorised officer may examine on oath any person 
who is found to be in possession of books of account or documents 
and assets like money , bullion and jewellery . This provision is in 
tended to enable the Income-tax Officer to ascertain the true facts 
before an assessee can make up an explanation as a result of after 
thought. The statement made during such examination may there . 
after be used in evidence in any proceedings under the Indian Income 
tax Act, 1922 or the Income- tax Act, 1961 . 


42 


THE GAZETTE OF INDIA EXTRAORDINARY 


[ PART II 


The new sub -section (5 ) provides that where any asset is seized , 
then within 90 days of such seizure and with the previous approval of 
the Commissioner , the Income- tax Officer shall pass an order esti 
mating in a summary manner the undisclosed income ( including the 
income from the undisclosed property ) , calculating the amount 
of tax on the same in accordance with the provisions of 
the law and specifying the amount that will be required to satisfy 
any existing liability under the direct taxes enactments in respect of 
which the person is in default or is deemed to be in default. In com 
puting the period of 90 days, any period during which any proceeding 
in this regard is stayed by an order or injunction of any court, shall 
be excluded (vide Explanation 1 to the new section 132 ) . Before 
making such an order the Income- tax Officer has to afford a reason 
able opportunity to the person concerned for being heard and make 
such enquiry as may be prescribed . The Income-tax Officer shall re 
tain such assets or part thereof which are , in his opinion , sufficient 
to satisfy the aggregate of the amount of liability determined in 
respect of the undisclosed income and the existing liabilities in res 
pect of which the assessee is in default or is deemed to be in de 
fault. The remaining portion of the assets , if any , shall be forth 
with released to the person from whose custody they were seized . 


The aforesaid sub - section (5 ) further provides that if, after con 
sidering the materials available with him , the Income-tax Omcer is 
of the opinion that it is not possible to ascertain which particular 
previous year or years such undisclosed income or any part of such 
income relates to , he may calculate the tax on the same as if it were 
the total income chargeable to tax at the rates in force in the financial 
year in which the assets were seized . 

Where, however, a person has paid or made satisfactory arrange. 
ments for payment of the amount of liability relating to the undisclos 
ed income estimated by the Income-tax Officer and the existing 
liabilities aforesaid , Income-tax Officer may release such assets as 
he may deem fit . For this purpose , the Income-tax Officer has to 
obtain the previous approval of the Commissioner , 


The new sub - section (6 ) provides that the assets retained under 
the provisions of sub -section (5 ) shall be applied in accordance with 
the provisions of the new section 132A . 


The new sub -section (7 ) is self - explanatory . 


The existing sub -sections (2 ), ( 3 ) and (4 ) have been re -numbered 
( 8 ) , (9 ) and (10 ) respectively with certain verbal changes conse 
quential to the provisions of the new sub -section ( 1) . 
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The new sub - section (11) gives a right to the person objecting to 
an order made under sub -section (5 ) to make an application to such 
authority as may be notified in this behalf by the Central Govern 
ment. Such an application has to be made within thirty days of the 
order applied against. 

The existing sub -section (5 ) has been re - numbered (12 ) with 
consequential changes made due to the insertion of the new sub 
section ( 11 ) . 


The existing sub -section (6 ) has been re -numbered ( 13 ) with 
certain verbal changes . 


The existing sub -section (7 ) has been re- numbered (14 ) and . 
been further amended to clarify that the rules made by the Board 
in relation to any search or seizure may , inter alia , include the 
procedure for obtaining ingress into the building or place to be 
searched where free ingress thereto is not available and for ensur 
ing safe custody of any books of account or other documents or 
assets seized . 


The Explanation 2 to the new section 132 clarifies that the word 
" proceeding means any " proceeding " in respect of any year , whe 
ther under the Indian Income-tax Act , 1922 or the Income-tax Act, 
1961, which may be either pending or may have been completed 
on or before the date of search or seizure and includes also all 
proceedings under the Income-tax Act, 1961 which may he com 
menced after such date in respect of any year . 


The new section 132A makes provision relating to the appli 
cation of assets retained under section 132 . These assets may be 
applied to the discharge of the existing liabilities in respect of which 
the assessee is in default or is deemed to be in default as well as the 
liability in respect of the regular assessment or reassessment for the 
assessment years relevant to the previous years to which the income 
relates and in respect of which the assessee is in default or is 
deemed to be in default . If money has been seized and retained 
such money may be applied for the purpose of discharge of both 
the above liabilities . If the money seized is not sufficient for the 
discharge of the above liabilities, the assets other than money which 
have been retained shall be deemed to be under distraint as if such 
distraint was effected by the Income tax Omcer under section 
226 (5 ) . The Income-tax Officer can sell such assets as he may find 
it necessary for the purpose of recovery of the aforesaid liabilities . 
The sale shall be effected in the manner laid down in the Third 
Schedule. 
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If any assets or proceeds thereof remain after the aforesaid lia 
bilities have been discharged , they will be forthwith paid or made 
over to the person from whose custody they were seized . 

The mode of recovery prescribed by section 132A shall not pre 
clude the recovery of the amount of the liability by any other 
mode laid down in the Act. 

Sub -section (4 ) of the new sub - section 132A provides for in 
terest to be paid by the Central Government as compensation for 
retention of money seized and proceeds of assets sold in excess of 
the total tax liabilities against which they are applied . Where 
the aggregate of the amount retained under section 132 and the 
proceeds, if any , of the assets sold for the purpose of recovery of 
the existing liabilities referred to in that section exceed the aggre 
date of the existing liabilities in default and the liability deter 
mined on regular assessment, the Central Government shall pay 
aimple interest at the rate of 5 per cent. per annum on the amount 
of such excess. The interest shall run from the date immediately 
following the end of six months from the date of the order under 
section 132 (5 ) to the date of regular assessment or reassessment 
relating to the undisclosed income, or, as the case may be , to the 
date of the last of such assessments or reassessments . No interest 
will be payable in relation to assets, other than money , which are 
not sold by the Income-tax Officer . 

With a view to encourage voluntary disclosures of undiscloser 
income, clause 3 inserts a new sub -section ( 4A ) in section 271 
which empowers the Commissioner , in his discretion , to reduce or 
waive the amount of minimum penalty imposable under section 
271 ( 1 ) ( iii) in the case of a person who has voluntarily and in good 
faith made full and true disclosure of his concealed income, before 
detection of the same by the Income-tax Officer and , in addition , 
has co - operated in any enquiry relating to the assessment of the con 
cealed income and has either paid or made satisfactory arrange 
ments for payment of any tax or interest which may become pay 
able in respect of the income concealed . Where the amount of 
minimum penalty imposable under section 271 ( 1 ) (iii ) in respect of 
all assessment years involved exceeds Rs . 50,000 , the previous 
approval of the Board has to be obtained by the Commissioner, 


In order to ensure that an order under sub -section (3 ) of section 
132 may not be contravened, clause 4 inserts a new section 275A 
which provides for punishment for contravention of such order . 

Clause 5 amends sub -section ( 1) and inserts two new sub 
sections, namely , ( 1A ) and (3 ) in section 279 . 
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The amendment to sub -section (1 ) is consequential to the inser 
tion of new section 275A . 

Sub -section ( 1A ) provides that a person in whose case the penalty 
imposable under section 271 (1) ( iii) has been reduced or waived by 
the Commissioner under sub - section ( 4A ) of that section , shall not 
be liable to be prosecuted under section 277 in relation to the assess 
ment for the assessment year in respect of which the penalty impos 
able has been reduced or waived . 


Sub - section (3 ) provides that where any prosecution has been 
started against any person , any statement made or account or other 
document produced by him before any of the Income-tax authori 
ties of the rank of Income- tax Officer and above shall not be in 
admissible as evidence for the purpose of the prosecution merely 
on the ground that such statement was made or such account or 
other document was produced in the belief that the penalty im 
posable would be reduced or waived under sub -section 271 (4A ) 
or that the particular offence would be compounded . 

Clause 6 validates certain searches purported to have been made 
in pursuance of section 132 (1 ) . 

The clause is self-explanatory . 
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FINANCIAL MEMORANDUM 


Sub - section ( 4 ) of the new section 132A inserted by clause 2 of the 
Bill provides for interest to be paid by the Central Government in 
certain circumstances. The exact amount of interest so payable 
cannot be foreseen at the present, but it is expected that it would be 
of the order of Rs. 25 ,000 . 


The provisions of section 132 relating to seizure are also expected 
to involve some additional expenditure such as expenditure on 
arrangements for safe custody of assets seized . The amount of such 
expenditure cannot be foreseen at present with any degree of preci 
sion . It is expected , howeyer , that such expenditure will be of the 
order of Rs. 1,00,000 . 
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MEMORANDUM REGARDING DELEGATED LEGISLATION 


Clause 2 of the Bill would enable the Board to frame rules re 
garding the enquiry to be made for purposes of section 132 (5 ) . 
The clause also clarifles that the rules to be made by the Board in 
relation to any search or seizure made under section 132 ( 1 ) include 
rules to provide the procedure to be followed in a search or seizure 
for obtaining ingress into a building or place where ingress thereto 
is not available , and for ensuring safe custody of any books of 
account, other documents or assets seized . 


The matters in respect of which rules will be made are matters 
of procedure or detail. 


The delegation of legislative powers is, therefore , of a normal 
character . 


S . L . SHAKDHER , 

Secretary . 
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